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The Impact of CEO Successor Origins
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Abstract

According to the career concerns hypothesis, executives may smooth earnings to
retain their positions or avoid interference. This study investigates whether the successor
origin of chief executive officers (CEOs) (outsider versus insider CEOs) affects the degree
of income smoothing, and further investigates whether different departure types of
predecessor CEOs (voluntary versus forced CEO turnover) affect the successor CEOs’
income smoothing behavior. This study decomposes income smoothing into informational
and garbling components, and tests each component separately. Using samples of the listed
companies of Taiwan Stock Exchange (TWSE) and Taipei Exchange (TPEx) from 1996 to
2014, this study empirically shows that, on average, the degree of income smoothing is
higher among outsider CEOs in their early years than among insider CEOs’, in
particularly, the garbling component of smoothing is higher. Furthermore, this study finds
that the informational component of smoothing is higher among outsider CEOs who follow
a voluntary CEO turnover in their early years, but the garbling component of smoothing is
higher among outsider CEOs who follow a forced CEO turnover in their early years.
Moreover, the garbling component of smoothing is lower among inside CEOs who follow

a forced CEO turnover in their early years.
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(Brady and Helmich 1984; Puffer and Weintrop 1991; Ocasio 1994; Parrino
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@ H A 0 1,002 E AP RE A 0§ 295 A By b ng o
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and Zarowin 2006; Dou et al. 2013; Shuto and Iwasaki 2014) - & £ » 123 ETF (1)
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1996; Huson, Malatesta and Parrino 2004; Choi et al. 2014) > & %z 3,532 & %
—ERRENTEER CEFCERAAIRGEA %@i%#ﬁy&i\* X p
R pj L& 5N INF S T 8 I (INSIDER) » F 20 RIAR G 0h A

8 1 orolling T & e NEgER A A 2P & E e IS AGG 1 o kR AR S N ATE S TR RS
o o BlmZ o i@t =20063% 2010 mtdti o @ 2010 F by £ 12 ¢ = 2005 3 2009
AU NP 2009 E by Mgt EEdE > TEET] 0 2P 1996 £ 3 2014 Eih by o &2 7 %% Shuto
and Iwasaki (2014)eni®;x & & 2 & ¥ N 53 FERC > B % 4p it o

Pt 2012 B ERMAFAGILZ D S EERE B BN (E 40 30 pE) o F
LLL AR YD rEST L pART 1 E40 30p kR R 22 4EG PURET) (JFA W B
RIS 2006) B RAEAE EERN B2 B0 R ALHIRE (30 310 HE)
Plecad t& 472 1 P4t t+]1 & 32 31 Pab3t B R O~ 2 455 R PY(RET) ©

Vomp o B RIS ALY AT 2 LRSS T KATEE P R F ¢ LR E
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G IL(OUTSIDER) « INSIDER 3% 5 1 4 G p g2 dam s S8 ple i 0o

" OUTSIDER % 5 1 ¥4 5eh3mphs sicm » B Rl s 0 FHRHEY

B HL GED - Apgot 36 2 LR I LRI b S A R

IRBEFLTROBRENERD LB FHENQG)L LA BB R

GRERT T ALLRPELESRTRE S AFY a>a & b1>bz SR

Wald test i& {7 § % i#3% OUTSIDER % INSIDER 4 # 8 % 3 ¥ 4 % -

IS_AGG,=ay+p, OUTSIDER;+f,INSIDER,+f.SIZE;+,ROA,+B.RETURN,

+B,SALE_SD +B.CFO_SD +B,LOSS;+B,AGE;+p, ,BM;+p, CINT,
+/312CYCLEi B3, ZSitB, ,EVi+B,;OWN;+p, BLOCK;

+B,,OUTSIDE+f FINST;+dyeardummy+ dindustrydummy+e;.  (3)

IS_INFO.=0y+a,OUTSIDER;+a,INSIDER+a3SIZE;+a4,ROA;+asRETURN;
tagSALE SD,+a;CFO_SD, +agLOSS;+agAGE;+a,0BM;+a,, CINT;
+a;,CYCLE ;+a3Z8;+a4EV;+a;sOWN,;+a,, BLOCK;
+a,7;OUTSIDE;+a3 FINST;+dyeardummy+ dindustrydummy+e,. (4)

IS_GAR =by+b,OUTSIDER;+b,INSIDER;+b3SIZE;+b,ROA;+bsRETURN,;
+beSALE _SD +b;CFO_SD +bgLOSS;+byAGE;+b,gBM;+b,, CINT,;
+b,CYCLE;+b3ZS;+b,EV;+bsOWN;+bs BLOCK;+b;OUTSIDE;
+b 3 FINST;+dyeardummy—+ dindustrydummy+e;. %)

He IS AGG 7% A 2 a9 P2 ZAT IR 84515 - IS INFO
2 IS GAR % #58(Q)# e 32 T2 PP FAATfEN o

H s ¥4 % 8B %% Douetal (2013)% Shuto and Iwasaki (2014)2 % #c -
e P RFL BT AP AREB(SIZE) ~ FAFF(ROA) ~ & H 3R
(RETURN) ~ # § fc » 64 7 & £ £ (SALE SD) ~ % ‘;,pﬁvm#‘,,, AU
ERF L(CFOSD)~ 2 1 &5 244 vt F(LOSS) ~ 27 17 & &
(AGE) ~ t& & T%i B # @ (BM) I};’]*‘J;F.ﬁé‘/;g;.‘? ?\}g vv & (CINT) ~ %l' ¥ 3
Tl (Bfeth e @2 82 5 p @ AL 670 8) 8 K ?%@:(CYCLE) N
Altman’s Z score (ZS)~ 22 ¥ B p i ZJlA K= 2B L (EV); ¥ ¢hde x 2 F

RIGIL AP NF A h IR o g ko AT r{%‘?*fﬁv‘ e ~‘i*{2%$‘rr£¢f}ﬁé 2B FES
H m%\;fi—*ﬁ s PR AP gx—ﬁfﬂ ; g%;g—*{;}%% IR u%fn_{;ﬁ@é E%b\p:’ 4 -
Az F A TR P ’ﬁﬁmtg’n)a" LALARR o TARG P RRF S o R LATEFES TR
NP LHEREDNT LRI RFF AR - R AR - BB bl i n; F4H(4502) 7
ELREST > G- AT vP\ REA S GRBE T RT Y H PR AN E RS
PAFFEqHREFALTEN P - BB o R0 N FRg S RE 2 o i

x> g2¥iEd 2 }E&ﬁ&-%\i# RG22 F R G A L %k A (Parrino 1997 Huson et al. 2004;

Jenter and Kanaan 2008) -
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RS P REFNFATIRC DT c RREEET S ALK
L (OWN) (Choi et al 2014) ~ 2 BRE R 2~ L 3K 5 (BLOCK) (Choi et al.
2014) ~ b= & & = +* F(OUTSIDE) (Hazarika, Karpoff, and Nahata 2012; Choi et
al. 2014) ~ = ~P ”}%3? % (FINST) (Choi et al. 2014) > ¥ 4e > E B 2 A ¥ R %

#c(Year dummy % Industry dummy) > M ip$| B & R 2 2 ¥ &R FOR
=,
B

H2 i&- 4 & % i 3,532 ﬁ%ﬁu+ﬂg?%§mEWWu%U)
oA 2FiEE P Pvl‘%( A 2006 ; X 8ET & X P gL 2011,1‘#7;1
%% 2011 ; Engel, Hayes, and Wang 2003; Farrell and Whidbee 2003; Huson et
al. 2004; Bills et al. 2017) 2 % & > #-w TR EW BT A 5 p A #
ARG L S A AR TR L FE NP (HREE2 2
Z2RF R EETRZREEEFHRFLZDTF EY (sFE) QT FL
LA REm s PR E&TRE 4)F FEmnp - FIR AT ORI R A
KR 5’#:1&@?#3%_3}3?5;@3%}@ Yﬂfa(l)%’éiﬂ”%'rﬂ7 BE -~ () ETF € AT
o~ (3)F] 2 7 O BB B (4) 2 o s'ifwfavﬂ &ﬁf»ﬁ:;fmauﬁﬁwe
EERRAR IR ugj‘*’a“iﬁv %B* \Fx’é’ﬁ"%ﬁ/? [ELSIONT N A S

j}@’%ffJ N r“\”iﬁJ s PRy s T & TRriE ) o
%Fmﬂq BB~ BBRGRA AT A A RS V- fézﬁ‘z‘ﬁ»’ Al
&‘ LR b EpRR AR { ﬂt“%’%‘ﬁuﬂ”ﬁ'rﬂ’ L
R A A LB BRI RER 2L HR. L@tkl:
s ﬁﬂ"j@ﬁi%fﬂf’b}é} cH S E A B BATHERGIM SIS
SOFFEETESER (w%zr}iavﬁﬁi fE g ERAEE S

i)’?l ﬁﬁﬁﬁﬁﬁﬂ@°

L7 Ak —@fﬂ%ﬂwﬁ BrREema g (¢t ) HoE4+-HE
AT (] B ) 2BF AHEN(6)% 558 (7) P 4 » VOUTSIDER -~
FOUTSIDER ~ FOLLOWER % CONTENDER w= B g ¥ % #& > ™ & 7
H2a~H2d - %% 152 < )’%7‘ i=2%(Shen and Cannella 2002; Berns and Klarner
2017) » VOUTSIDER % % 1 &4 % = £ f B4R » 83 % o % o ;s
F o Hi X5 05 FOUTSIDER % & A T A MRS
ShRMPLiz > B L 0; FOLLOWER % 5 1 4% = £ p Fppapm » %
FILAEF S 0 H kS 05 CONTENDER 3% 5 1 & 4 #ix ¥ 3] 5 % =
ARG R > ER I PNFA - HUK G 00

95 H2a 2 Fp8p » Fov i p RRAERE » *h3mpd Mg e g T P4
TAEARR > FFHHF(6)2y, ~ 3 05 H2b FpHp > F o T4kl B o oF Ik

jd

g
2
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REDERFHRPUIFHTIRLCER > FHHN(TN2 ar 3 0 H2e SFH %
xR o poRn A gy € MBPPEFLIRILER > FIH
F(7)2- a3 % 05 H2d # EEP? miEALE BB IR 7 K NCELR A LTS Y e
BT IR %i/i s FEHHN (T as 300

SWLERBEZEE M ALY ol R 82 1% EER
# f“(Winsorize)@Eﬂ_ %3t 99% e ) 2t 1% o A w1 99%Fe 1%2. B e B~
oo AP SR TE T A o

IS_INFO =ay+y, VOUTSIDER+y,FOUTSIDER;+y, FOLLOWER,;
+y,CONTENDER;+y SIZE;+y ROA;+y, RETURN;+y SALE_SD,
+y,CFO_SD +y,,LOSS;+y, | AGE;+y ,BM;+y ,CINT;+y, ,CYCLE;
+9,528i+7,EVity,,OWN;+y,. BLOCK;+y,, OUTSIDER,

9, INST; +dyeardummy+ dindustrydummy+e;. (6)

IS_GAR =ay+0a, VOUTSIDER+a,FOUTSIDER,+a;FOLLOWER,
+a4,CONTENDER, +05SIZE;+agROA;+0;RETURN+asSALE_SD.
+(X9CFO_SDl. +(Z10LOSSI' +a1 IAGEi—i_alZBAli +(X13 C[NTI +(Z14CYCLEI'

+(X152Si+0616EI/I-+a170WM"‘(XlgBLOCKi+(X190UTSIDERi
+a,0FINST;+dyeardummy+ dindustrydummy+e;. (7)

E~fRBEAITHERR

AR 2 AN Al

202 AR M RENAE SRR o TR L BRI IR F
A2 A HFRERE - pfkA > LT LG HEFDLE o £ 2 Panel B g xH
oo AR R I 3 s; CILE A o pFRE R hINphE eIl k2 AT fE
L 42 & (IS AGG) ~ T A F 4T 21 (IS INFO) % H A8 1H F 4T FE 1 (IS GAR)
P e W j%%ri%ﬁit;‘fw CE IR P ARAC(SIZE) ) O HaR Y 5
(RETURN)ﬁ?‘Ui_‘“ B4 T EP A FLOSS)IF - B & 2P ¢ F L Fk

AL M;«— L R L NN R R R
—?i(SALE_SD) PEREREGT S T EREL(CFO_SD)Z 22§ 78 p =
ARk 2R E %L(EV)#B%@% R A FALBAER RS EERE T T
BB iRy s {HAgm; AP ERESHERE > 6 - ROBERES
Lo é;(OVW\f)&fmi* F R FPS(FINST) » B SR AL A ARG
ROUCR R AR R B R IGIE o - R R A g v Ry
REIEAR A o FIAPFOT PN NF A AR A o PRI M T ok A o PR
T ERERE (P RE &(AGE)EFUP) 2R g (R i B3 E(BM)V
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) 0 Vo FlE 5thﬁx AR EESS PPN INIEE A SRS A EEE bR
“‘ﬂ"ﬁfi‘% L (3T EFAPAIFREG) 2 FARUF RS DR
%13:»@4 EREL JERERENEELT &R
& 2 ’#IEBH"/J*? j@—ﬁ#ﬂ‘.g—' 2B )m’?f’l’;{ra-ﬁ%‘

e 3 \ ﬁ@@,g%%wwafkﬁiﬁhwwummﬁsﬁ#
LR R Mr«;g, o % 2 Panel C i & v fR (T 4 (T I8 813 4~ ) (1+1) 2 %
EREEETERGE-F (1 ) $WFLETRCAPELTFHEFLE
IS INFO, i 2 IS GAR,j » %] % % #iZ 2 019 i3 (5 — & o Wﬁl AR
IS INFO.; 3 IS GAR. P~ 8] 4% E8 510 4 2 P k- Pl
#2 B o 11 VOUTSIDER # * % % > IS_INFOM T ¥age s 0.006 0 vx 4 3%
IS INFO,, = 32#c 0.005 ( £ B # 5 0.001 > p &5 0.4854) » IS GAR,., (L35
# 5 -0.101) + 3% IS GAR,, (T 35#c5-0.128) » £ B #c i 0027 p & %
04342 > & ¥ L E R 2R LT RFHFLE > 2 # & FOUTSIDER -
FOLLOWER % CONTENDER # 7 > [+ FRBETRCITZ 5 T 510
TR R L HERE %ﬁa’f,ﬂ;ﬁ%?%“; ‘ oz\2PanelD!f“¢&v:7féwp“' | #-ix
REDp FHIEL r AYBWHFATRECITI I RFALE  SEH

oA E R R L,gk, 45 32 j§ b 3R Bh-iE (FOUTSIDER) e 5 30 14 8 4 T
FE AR MK ap /rfw B LA ““—‘J(FOLLOWERV Wi
T B> MEiasm 3 png = (CONTENDER) e & » 2 s mn|2 F &
EgeT L3k ™ '&F%“%_?L o

Panel A 2 %4 4 (N=16,284)

R R i S L B i B
IS AGG 0.056 0.462 0.997 -2.018 1.005
1S INFO 0.016 0.032 0.053 -0.088 0.091
IS _GAR 0.034 0.438 1.002 -2.062 0.996
SIZE 15.134 15.024 1.160 12.227 17.312
ROA4 0.041 0.042 0.016 -0.147 0.119
RETURN 10.453 3.455 40.920 -43.404 83.744
SALE SD 0.155 0.119 0.119 0.026 0.507
CFO_SD 0.085 0.065 0.063 0.017 0.261
LOSS 0.179 0.000 0.257 0.000 0.800
AGE 8.464 7.000 7.097 1.000 24.000
BM 1.369 1.115 1.049 0.043 6.077
CINT 0.232 0.190 0.185 0.000 0.820
CYCLE 4.888 4.895 0.466 4.133 5.662
A 0.030 0.025 0.018 0.009 0.071
EV 0.131 0.101 0.102 0.027 0.452
OWN 0.431 0.000 0.495 0.000 1.000
BLOCK 18.296 16.490 11.608 0.000 83.360
OUTSIDE 0.115 0.000 0.144 0.000 0.750

FINST 6.741 1.760 11.444 0.000 86.360
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%2 Hudsdd (F)

Panel C Mz ME R LR PRTRL Tio8 L BRT

T iafd Rk e
(1) (2 (3) “4) 5) (2)-4) (3)-(5)
I 35 IS AGG +; IS INFO ., IS GAR ., IS INFO, IS GAR,, IS INFO 1S GAR
t+1-2-1 t+1-2-1
VOUTSIDER , -0.161 0.006 -0.101 0.005 -0.128 0.001 0.027
FOUTSIDER, -0.171 0.003 -0.155 0.005 -0.191 -0.002 0.036
FOLLOWER, -0.122 0.009 -0.134 0.009 -0.092 0.000 -0.042
CONTENDER, -0.185 0.008 -0.188 0.010 -0.160 -0.002 -0.028
Panel D = | iz R R FAT R Tiod i R ik ¥
1S AGG 4 IS INFO 4, IS GAR 1,
VOUTSIDER vs. FOUTSIDER 0.01 0.003 0.054
VOUTSIDER vs. FOLLOWER -0.039 -0.003 0.033
VOUTSIDER vs. CONTENDER 0.024 -0.002 0.087
FOUTSIDER vs. FOLLOWER -0.049 -0.006" -0.021
FOUTSIDER vs. CONTENDER 0.014 -0.005" 0.033
FOLLOWER VS. CONTENDER 0.063 0.001 0.054

1. p<0.1, p<0 05,” p<0 01 (two-tailed tests) ©
2. RBABF LS -

3707 & R AP M R o “f SIZE 22 AGE 2_4p R % s 0.40 12
s f%“@:F'& AP GHCEBHEE ] 04 By A REF 2 X RP A
bt o AR A TREOTEESE 4 7R R W FZ (variance
inflation factor, VIF)# Z_-

;V;;;\g gt S
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Ho iR AT BG5S N RN Aok T g B AT R 2
BREEF| L 4o £ 4 Panel A B E(E R A3 0216 T 0.408 \Fzs o
Panel A % (D7 7 B EZ R KRBT - EHFTFHLAI R 2

s

OUTSIDER % #cs 0.150 » i S5%EE 5 K » (8 4 b 20m-% 2 8 (38 4 iz (5
- EERBIHTHEER ’INSIDER hfic5-0.021 » L AR E KR > KA

FIPFEF A ORGI B E  - FapT %“'ff“ 2 & PP A8 o Wald test &
HRF Mo PRI *n—ﬁ—d ZEK N w;ﬂ' ﬂ%? L Nk ;i—.f:'éé‘f_{;f‘”ﬁp LRI
J,T,%;L,;L;;ﬁm LS A (F 8 4.79 > p <0.05) > A:};.s\‘;ﬁ;Hl o % 4 Panel A %
QB RI7 T T EFART RN 2 %% > OUTSIDER % INSIDER ffﬁﬁﬁx?ﬁ'@% &
FooRT AT RGE I NN A RGBT FHATRMELLETD
AFMEFATR L 4 5O THRBEELATRCZ 5% S5
T OUTSIDER GHAEF S (GE=0.156 0 p E<0.05) - & chInmr
EWAEMEL - EFERBIPWILFHTIEIA2R > INSIDER 83285 f o
fe 7 B F o Wald test chig S I APROT PR 07 A G g8 o IR g
WAMIT ERRERBHRPLILTRECLR (FEL4T8p <0.05)

FEH Hl o d W aRCmBemiEr )l 22 BREZ AL SELEAL
TR BRT LY YA - HE1g A LHAR S o B g A 2 A

F
‘”‘3"%*’* WA Wi A > & Panel B ¥ > OUT % - B %k F 8z

+3
IE

FOEY HRRD LR ERSMR 0 REGLET - LR BEL
S RBRESIEE S | OU BEOME D 0 B AR ROTR TR SR
ﬂ’PW%*«;;a% ﬂ@g BEGTRORE A LRI

Mok g 2R RRRIER L TR 2 (7)) fiHEA ) ZRP -

' k%4 - %% INSIDER 2 OUTSIDER # %|7] te? I 4538 ¥ 4 73 §F » % 4 B #] » » INSIDER %
e LR ASPNIRFAREIT X AERKRE 0 OUTSIDER K 5 1 #* % 5 hIRFH M gl s 2
BHRAIKE 00 & Qi pI4piR> L ”4 Bécir Ao p "K*“—)J (h3nphiz ) WigTm2 FATAEL P
Foog A ik pi e oh INSIDER a OUTSIDER l‘*ﬁx’ MteE Hl o A7 2% KT 0 ApHATR
FOF A REIT o NI BT A B PRI R ARR CHI RREF LI
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Panel A ‘& hRBEx 2 p gn_ﬁ 21

(¢ 3e 1482 A LHHER) M) 2) )
IS AGG IS INFO IS _GAR
Intercept 1.470™" -0.107" 1.487™"
(0.000) (0.000) (0.000)
OUTSIDER 0.150" -0.001 0.156™
(0.042) (0.626) (0.036)
INSIDER -0.021 -0.001 -0.016
(0.567) (0.456) (0.667)
SIZE -0.095™" 0.001™" -0.094™"
(0.000) (0.007) (0.000)
ROA -3.324™ 0.668"™" -3.352™
(0.009) (0.000) (0.009)
RETURN 0.040™" -0.004™" 0.039™"
(0.001) (0.000) (0.002)
SALE SD 1.137"" 0.009™" 1.123™
(0.000) (0.001) (0.000)
CFO_SD 0.022 -0.006 0.033
(0.938) (0.289) (0.907)
LOSS -0.824™" -0.003 -0.813""
(0.000) (0.223) (0.000)
AGE -0.016™ -0.0002" -0.017™"
(0.000) (0.083) (0.000)
BM 0.033" -0.001™" 0.035"
(0.068) (0.000) (0.053)
CINT -0.921™ 0.0001 -0.951™"
(0.000) (0.958) (0.000)
CYCLE 0.164™" 0.002""* 0.166""
(0.000) (0.001) (0.000)
A -0.399 -0.004 -0.397
(0.402) (0.386) (0.406)
EV -3.61555x -0.004 -3.603""
(0.000) (0.333) (0.000)
OWN -0.031 -0.0002 -0.036
(0.410) (0.839) (0.352)
BLOCK 0.356"" 0.003 0.349"
(0.035) (0.435) (0.040)
OUTSIDE -0.470™" -0.002 -0.458™"
(0.000) (0.594) (0.000)
FINST 0.001 -0.0002"" 0.001
(0.766) (0.003) (0.669)
ERF IS i s el
A ¥Rk il sl il
Wald test: OUTSIDER > INSIDER (H1)
Fig 479" 0.02 478"
(P#) (0.02) (0.49) (0.01)
N 16,284 16,284 16,284
adj. R 0.220 0.408 0.216

3l JEEN Lp-values | p<0.1,"" p<0.05,"" p<0.01(two-tailed tests) o % %2 VIFig 3o | 35 o

2. RECTEF L o
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Panel B ‘- fie #h 3nm-ix g2 0 gn_ﬁ 21

(oL EH) W @ 3
IS AGG IS_INFO IS _GAR
Intercept 1.302° -0.085™ 1.378"
(0.051) (0.033) (0.041)
ouT 0.140" -0.001 0.141°
(0.096) (0.914) (0.096)
SIZE -0.087" -0.000 -0.087"
(0.010) (0.977) (0.010)
ROA -5.302" 0.410 -5.594"
(0.023) (0.286) (0.017)
RETURN 0.076" 0.002 0.074"
(0.055) (0.241) (0.063)
SALE SD 0.897" 0.010 0.884™"
(0.000) (0.337) (0.000)
CFO_SD 0.472" 0.004 0.468"
(0.019) (0.525) (0.019)
LOSS -1.009™ -0.017" -0.995™"
(0.000) (0.055) (0.000)
AGE -0.018" 0.001 -0.018"
(0.035) (0.109) (0.030)
BM 0.065" -0.002 0.067
(0.060) (0.483) (0.054)
CINT -0.893™ 0.037"" -0.930™"
(0.000) (0.001) (0.000)
CYCLE 0.151" 0.004 0.149"
(0.066) (0.477) (0.070)
ZS 1.192° 0.017 1.181
(0.052) (0.543) (0.057)
EV -2.796™" -0.005 -2.789™"
(0.000) (0.702) (0.000)
OWN -0.032 0.005 -0.037
(0.648) (0.301) (0.604)
BLOCK 0.564" 0.008 0.555
(0.097) (0.670) (0.105)
OUTSIDE -0.338 0.007 -0.343
(0.153) (0.625) (0.149)
FINST 0.070 -0.022 0.093
(0.841) (0.373) 0.791)
£ R Ak | 2t 1l el
AF Rk i 2 1l el
N 2,146 2,146 2,146
adj. R 0.222 0.152 0.217

3l JEEEP Lp-values  p<0.1,” p<0.05, " p<0.01 (two-tailed tests) o % % dc2 VIF g5 45 o
2.0UT=1> %4 5 b B igam » O & p 3R = i 5ag » Flg ALtk o BB RBETRGL L
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Panel A = 8577 82 I T {5 — B R0 FAT RN SE

) (2) (3
IS AGG IS INFO IS GAR
Intercept 1.492" -0.101™ 1.700™"
(0.000) (0.003) (0.000)
VOUTSIDER(H2a) 0.098 0.008" 0.075
(0.523) (0.079) (0.621)
FOUTSIDER(H2b) 0.130" -0.0002 0.107"
(0.035) 0.911) (0.086)
FOLLOWER(H2c) -0.048 -0.004 -0.057
(0.353) (0.200) (0.250)
CONTENDER(H2d) -0.035 -0.002 -0.056"
0.314) (0.373) (0.098)
SIZE -0.105™ 0.001 -0.125™"
(0.000) (0.367) (0.000)
ROA -4.640" 0.449 -2.544
(0.015) (0.136) (0.286)
RETURN 0.057"" 0.002 0.001™
(0.002) (0.693) (0.016)
SALE_SD 0.631""" 0.015" 0.870"""
(0.000) 0.012) (0.000)
CFO_SD 5519 0.039 4797
(0.000) (0.189) (0.000)
LOSS -0.962™" -0.007 -0.965""
(0.000) (0.158) (0.000)
AGE -0.003 0.000 0.005
(0.308) (0.511) (0.189)
BM 0.049" -0.0004 0.082"""
(0.018) (0.862) (0.001)
CINT -0.677"" 0.001 -0.579™"
(0.000) (0.800) (0.000)
CYCLE 0.066" 0.007" 0.037
0.011) (0.047) (0.121)
ZS -1.156™ -0.011 -1.425™
(0.000) (0.385) (0.001)
EV -2.543™ 0.001 2618
(0.000) (0.894) (0.000)
OWN -0.005 0.0001 0.032"""
(0.668) (0.891) (0.006)
BLOCK 0.298" 0.012 0.176
(0.012) (0.113) (0.108)
OUTSIDE -0.539™" -0.007 -0.473™"
(0.000) 0.577) (0.000)
FINST 0.001 -0.0002™"" 0.001
(0.229) (0.010) (0.133)
£ R Rk sl 2 1l |
A ¥ ek g e g
“R ki & FiE (pie) FiE (pie) Fe (pi)
VOUTSIDER vs. FOUTSIDER 0.04 (0.84) 4.44 (0.05)" 0.05 (0.83)
VOUTSIDER vs. FOLLOWER 0.87 (0.36) 7.26 (0.01)" 0.74 (0.40)
VOUTSIDER vs. CONTENDER 0.65 (0.43) 4.11 (0.06)" 0.66 (0.43)
FOLLOWER vs. CONTENDER 0.05 (0.82) 0.29 (0.59) 0.01 (0.92)
FOUTSIDER vs. FOLLOWER 4.64 (0.05)" 0.78 (0.39) 4.11 (0.06)"
FOUTSIDE vs. CONTENDER 7.59 (0.01)™ 0.26 (0.62) 6.44 (0.02)"
N 16,284 16,284 16,284
adj. R 0.225 0.195 0.231
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25 MEREEMES- EPATRL I HEREEL BE (F)

Panel B #E'f"a EREEPIRAEF - ARPRFARF L AFERPBRAASFHR S

¢)) (2 3
IS AGG IS_INFO IS _GAR
Intercept 151277 -0.100™" 1.6137"
(0.000) (0.003) (0.000)
VOUTSIDER(H2a) 0.101 0.007" 0.078
(0.511) (0.100) (0.615)
FOUTSIDER(H2b) 0.128" -0.0001 0.105°
(0.036) (0.949) (0.092)
FOLLOWER(H2c) -0.051 -0.003 -0.058
(0.337) (0.390) (0.241)
CONTENDER (H2d) -0.037 -0.002 -0.057"
(0.296) (0.441) (0.096)
SIZE -0.112" 0.001 -0.126™"
(0.000) (0.224) (0.000)
ROA -4512" 0.487 -2.258
(0.016) (0.110) (0.339)
RETURN 0.058"™" 0.002 0.075™
(0.001) (0.705) (0.015)
SALE_SD 0.648"" 0.015"" 0.878""
(0.000) (0.004) (0.000)
CFO_SD 5.635"" 0.016 4811
(0.000) (0.484) (0.000)
LOSS -0.988"" -0.004 -0.952""
(0.000) (0.332) (0.000)
AGE 0.002 -0.0001 0.004
(0.633) 0.731) (0.287)
BM 0.052" 0.0002 0.110™"
(0.013) (0.903) (0.000)
CINT -0.644" 0.001 -0.552""
(0.000) (0.766) (0.000)
CYCLE 0.071"™" 0.005"™ 0.041
(0.009) (0.031) (0.108)
A -1.132™ -0.008 -1.136"
(0.000) (0.495) (0.080)
EV -2.533"™ 0.0001 2615
(0.000) (0.920) (0.000)
OWN -0.004 0.0004 0.0317
(0.738) (0.634) (0.008)
BLOCK 0.274" 0.008" 0.172
(0.020) (0.088) (0.108)
OUTSIDE -0.488"™"" -0.011 -0.473™"
(0.000) (0.476) (0.000)
FINST 0.001 -0.0002""* 0.002"
(0.260) (0.008) (0.097)
£ R F ek ]l 241 ]l
A ¥ F Tk 1 Bl 1
YTy F& (pig) FiE (pig) F& (pig)
VOUTSIDER vs. FOUTSIDER 0.03(0.87) 3.47(0.08) 0.03(0.86)
VOUTSIDER vs. FOLLOWER 0.93(0.35) 4.57(0.05)" 0.77(0.39)
VOUTSIDER vs. CONTENDER 0.69(0.42) 3.38(0.08)" 0.67(0.42)
FOLLOWER vs. CONTENDER 0.06(0.82) 0.09(0.77) 0.00(0.97)
FOUTSIDER vs. FOLLOWER 4.66(0.05)" 0.40(0.53) 4.08(0.06)"
FOUTSIDE vs. CONTENDER 7.60(0.01)"" 0.25(0.62) 6.40(0.02)"
N 16,242 16,242 16,242
adj. R* 0.225 0.253 0.230

o L4EEN Lp-values  p<0.1," p<0.05, " p<0.01 (two-tailed tests) o % % #c2 VIF @ 35/] %25 o
2. R ;:Slap)i LA E = B
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=~ AR RRE
(=) #EempBY L PE

B 2008 £ 3 2009 £ £FEHEF T gk ST MR ER T
*ﬁ 7% B (Brockman, Krishnan, Lee and Salas 2019) & *é;ﬁ‘—.?:%&if NGB L S R Y

TR ZPIBIAIFNEREBDIFZFE > 2~ - ib:}ék“ff,%‘;ﬂ\ﬁﬂﬁ“ P
2008 #-2009 # z_$& »(Chen, Duh, Wu, and Yu 2019) » & 37 B H1 32 H2 - §
wHEE I[N 6 & 6 Panel A 7|5+ Hl 2. %% ’#é%“,/Ttéiﬁﬁk;% WH R 18 > v
Iﬁaffﬁ@%‘“ AR N s N MBI R SR A BEP ERBILTREE
BoAHIPBE I - 2L 4 2% - 5k HI mEELHF - Panel B
E'V!J-r H2a—2d it % E’Eﬁﬁ}m’ 1_+_éi TE PR AP o R IREiT
EWAMETLRERBITALEZHATIEAER H2a MEFLIF  FgnE
AR BEFE T o PRI MR G B E AR R B HBEEAT
L AER - L 3F H2b: @ § » i AR g F e ™ > po3n ﬁ"J R TR
MBEi PR gt MNP FATECER > PRF H2d 24 5 B~

IS

|

< R AP
oo
6 # 'ﬁ% A ﬁﬂ 7% 15(2008-2009)#F FF ﬁ?ﬂ%fgl
Panel A p {8 F 2 2 NPz i P 4T L1 2
’ (1) IS AGG (2) IS_INFO (3)IS_GAR
Intercept 12907 01117 13137
(0.002) (0.000) (0.002)
OUTSIDER 0.168™ -0.001 0.174”
(0.035) (0.562) (0.030)
INSIDER -0.017 -0.001 -0.012
(0.684) (0.628) (0.775)
A% il il il
E Rk sl x| sl
A¥EFHOLE il il il
Wald test: OUTSIDER > INSIDER (H1)
Fig 455" 0.07 453"
(& (0.03) (0.79) (0.03)
N 14,054 14,054 14,054
adj. R 0.219 0.386 0.216
Panel B & & % iz 3 2B B8 1)
(1) IS_AGG (2) IS_INFO (3)IS_GAR
Intercept 13027 -0.072° 1.088
(0.000) (0.079) (0.001)
VOUTSIDER (H2a) 0.157 0.009° 0.076
(0.364) (0.003) (0.675)
FOUTSIDER(H2b) 0.127° -0.001 0.107°
(0.052) (0.751) (0.096)
FOLLOWER (H2c) -0.013 -0.003 -0.042
(0.807) (0.208) 0.427)
CONTENDER(H2d) -0.056 -0.002 -0.064"
(0.153) (0.114) (0.097)
A% il il il
E Rk sl x| sl
A ¥ HE il il il
N 14,054 14,054 14,054
adj. R 0.221 0.232 0.211

o L4EE N L pevalues o p<0.1, " p<0.05, " p<0.01(two-tailed tests) o % %z VIF @12 * 50
2. # ‘% 2008 £ -2009 & 2k & >tk A B 16,284 *5 1] 14,054 » RH X EGF L A1 -
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(2) S mFFAR G2 Efoes

BFFEANEFF oMl e I3 dE  FHEIREEENLEE
RARBEERTEO AR KT KPR 20T Ty
TRLETRA P ey fﬁifﬁf% 7 % (Cheng, Lee, and Shevlin 2016; Geertsema ¢
2020) c A2 PliE- KT EF LA €2 E ’E‘*I% S JE R N R
&%&%ﬂaw%ﬁﬂo

PE AT ARES L EY 14 L R L2007 R4
TSP RFE-KEFVFLRE AT R R FPMEMRSTRE - Fir
BTE B S &R (bldedd 18 R T AFEATE R 100 R~r ) 2
ERELIDHAPREFFAAE) AIREFPAREFRER

* ﬁaﬁﬁ%?“%;éiﬁﬁ%oww%vﬂbﬁm,
bl (4 2

S
f—
.l;
E
o
—_
=5
c
2}
a
=]
oo
=]
(o
<
a
=
a
(@]
o
=3
oo

ﬁ?g&%,mﬁﬂﬁ%ﬁﬁ%
1%,%1“?#%?5 v s E 7}5‘% g "i%oz\7PanelA‘J’5=§*P'r » AC &
FLif o NAFPRED ?iﬁgl??’ﬂ FHIREMARET R XA
PABHFHT L1 - ACXOUTSIDER X 50 H 4124 T 480 TR ¥ § 4p
B > % Panel B ¥ & ¥ 3 3 ACXFOUTSIDER %¥#B % 5§ » R4 F 273 &
EFVAA 6 VASHE IR RS0 4 MiEA By %"&'I &
% # SRR AR Sk S RS A
KRB “iﬁgﬁ’ﬁﬁ“*ﬂﬁ*lﬁ“ﬂﬁﬁﬂ@?
FARZAIECRATRS > M A 2AMETRETERET
AR Rk s TR TN FFEARERT ERET UL
BT A ’zéﬁfﬂ%ﬁiﬂa%ﬁrﬂm%%““*lﬁ“ﬁ
1 FUREIE L bk B AR § A
B4 g Tﬂ % P P Hp e A T LR R %,%(Karaevh
andZaJa02013)’ AT OREATEREIL PPPPHTELFL

VA HFIEARLE IR AP FT LS AL L BRI RA - RkRFIRELLR §
(nominating committee) % ¥ i* ¥ ¥F o wix —’“ &_% 1§ iz (Knepper and Bailey 2004) » Zhang (2008)
SR 2SI ikt AR § A A EE § S R R CEO R TIE 0% M s
BALY R A i LT PSSP g R U BERR GRT  bk
BADYFPEF AR5 20 (LFF22FHE) 21272 72 (Rl - Foe - 2488 ) X}
BELARE T E-HRAEFEATHTRERGIETFHLE 2% » A2 plgr 29
AFFREFFLA G RBRRET §NEFre%k - &E4g2007 ERpE R RFFLAE

%iaaﬂiﬁﬁia,m%&7ﬁ¢ai%?1ﬁg F ORI R AR > TR AR
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@

2 F AR g TE k2 R T 2007 EE A
N NEFARECARLE A B FE o AL - B P FERAIHBAE LR 6 K
b F R A FVREREI A PP PR TR ﬁ&: AANEGEFR FHZEFR T BR
® Eﬁ’»‘ P FRE T IR B BT R RPN M ) RS PR T R AR R -
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Panel A P3R5 42 BT RHFLT R 2 FF

(1 2 (3)
IS AGG IS INFO IS GAR
OUTSIDER 0.111 0.001 0.119
(0.373) (0.747) (0.361)
INSIDER 0.029 -0.002 0.034
(0.663) (0.417) (0.607)
ACxOUTSIDER -0.984™ 0.005 -0.993"
(0.032) (0.579) (0.032)
ACXINSIDER -0.166 0.005 -0.170
(0.438) (0.523) (0.427)
AC -0.199" 0.001 -0.190"
(0.018) (0.717) (0.026)
S-S S ol ol it
# R H Tk il il il
AERHOE il o i
N 9,483 9,483 9,483
adj. R 0.207 0.524 0.205
Panel B ¥ £ % iz A 2@ miigT
) () 3)
IS AGG IS INFO IS GAR
VOUTSIDER 0.069 0.010 -0.007
(0.768) (0.161) (0.976)
FOUTSIDER 0.073 0.0001 -0.001
(0.270) (0.994) (0.990)
FOLLOWER 0.006 -0.001 -0.007
(0.945) (0.867) (0.924)
CONTENDER -0.005 -0.002 -0.015
(0.916) (0.346) (0.704)
ACXVOUTSIDER -0.084 0.008 -0.170
(0.968) (0.734) (0.932)
ACXFOUTSIDER -1.745 -0.009 -1.270"
(0.187) (0.230) (0.097)
ACXFOLLOWER 0.241 0.005 0.129
(0.358) (0.510) (0.669)
ACXCONTENDER -0.405 -0.009 -0.274
(0.208) (0.389) (0.361)
AC -0.222" -0.005 -0.191"
(0.020) (0.159) (0.021)
ErR VEF S il il Et
# B H Tk ol il it
AERHTE it o i
N 9,483 9,483 9,483
adj. R* 0.220 0.422 0.229

o L4EEpN L pvalues o p<0.1,"" p<0.05,”" p<0.01(two-tailed tests) o % %2 VIF Eia] 3+ 50

20AC=1> % 25

(2) Bu@@TE$HE

REFHLRE ORI AL AR -0 FHL R FHA2007T £2 817 » st 4
39,483 0 H b BT K Al e

LT AR g;q;fpfﬁgé;?eﬂ ) K,/Tt TR AR ST E B FAT I
IpRresh o g v g R 8 - T 41 4 H(Tucker and Zarowin 2006) - F]u*
A P BRI EEAR ST (FRHELARFL IR FREE 2
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PENEZEEL) IS2 (PP AP EPHERp P ELEHLIRENER
B> #3541 Spearman 4p Fs@ ) 2OIS3 (FNAERIUE P R ER G
mF AR B g M lic) BR3P E R L l“”i\ﬁﬁl“””f#l 7}.%“#%%%#%&
BlA B PR L4 8o &k 8 Panel A . VAT T odhE
IS1~ IS2 2% IS3 thg &L AR 1 g 325 IR > APt p % RIS T@ o, b IR
BER A BT PREIRFIATRECLER  AH IR BEIATE R
fi » £ 4% Hl - Panel B R |77 v fAsp A i 2 5@ cnd & > 2R 12 [S] 7 g b

FAMEEPUEAT R pihbr BTz GRAR > TAFREY
iﬂ o 211 IS2 % IS3 i¥ i 3 éﬁlﬁf%,ﬂ%ﬁ IR W EL AR
PF o ChIRERH MO e TALTATEER F\?'ﬁ':)»#éf H2a » § #
E R > hInE Tt MR AR g R WL AT AR > H2b &
By mFwix sl ,gg,F’B , p\ ‘*K—%—“—'J REILR ¢ E MR F AT IR
& > H2d » 3?571»%5 °

28 BUFHTRLE

Panel A P #5822 2 #l x4 PAAT LT 2 B 45
11 182 183
(1) (2 (3) C)) (%) (6) @) (®) &)
ISI  ISI INFO ISI GAR  IS2  IS2 INFO IS2 GAR 1S3  IS3 INFO IS3 GAR

Intercept 203637 067477 03397 12617 0.7337 049777 09647 0.766°  0.1907
(0.036)  (0.000)  (0.044)  (0.000)  (0.000)  (0.000)  (0.000)  (0.000)  (0.001)
OUTSIDER 0.016°  0.001 0.018" 0.036" -0.001 0.037°  0.038™ -0.0002 0.032""
(0.070)  (0.170)  (0.047)  (0.092)  (0.291)  (0.081)  (0.001)  (0.430)  (0.000)
INSIDER 0.014 0.0004 0014  -0.011  -0.001  -0.010  -0.003  -0.0002 -0.002
(0.108)  (0.230)  (0.114)  (0.204) (0.126) (0.262)  (0.718)  (0.377)  (0.812)
il ot il i ol il il Al el ok
E Rk il bt i il il il il bt il
A ¥ FH IS 4l e il e e 4l 4l e 4l
N 16284 16,284 16284 16284 16284 16284 16284 16284 16,284
adj. R? 0.136 0.386 0.135 0.191 0.297 0.192 0.188 0.409 0.204
Panel B ¥ % 4 S BB
IS1 1S2 1S3

) ) 3) 4) (%) (6) @) ®) C)
ISI ISl INFO ISI GAR  IS2  IS2 INFO IS2 GAR  IS3  IS3 INFO IS3 GAR
Intercept 202587 -0.6907"  0.208 1260"" 07467 0.520° 09797 0.767  0.161
(0.021)  (0.000)  (0.181)  (0.000)  (0.000)  (0.056)  (0.000)  (0.000)  (0.008)
VOUTSIDER (H2a)  0.011  -0.001  -0.015 0.036 0.001°  0.037 0.020 0.002°  0.013
(0.665)  (0.453)  (0.387)  (0.502)  (0.097) (0.441)  (0.583) (0.074)  (0.658)
FOUTSIDER(H2b)  0.029 0.001 0.015 0.036°  -0.0004 0.036°  0.039™" -0.0003  0.021"
(0.118)  (0.184)  (0.643)  (0.084) (0.618)  (0.094)  (0.002) (0.931)  (0.043)
FOLLOWER (H2c) -0.011 0.0001 -0.015  -0.014  -0.0001 -0.010  -0.006  -0.001  -0.009
(0.463)  (0.882) (0.228)  (0.263)  (0.884)  (0.191)  (0.664) (0.192)  (0.334)
CONTENDER(H2d)  0.041 0.0001  0.031  -0.009  -0.0001 -0.007" -0.008  -0.0003 -0.012"

(0.106)  (0.668)  (0.102)  (0.447) (0.824)  (0.040) (0.397)  (0.429)  (0.093)

hodl# ik BA HF BH BH BA BA BH BH BH
£ R F Tk 74 B4 74 £ 74 74 74 74 £
A FAEE 1 L)) #41 £ #1 1 £ #41 41 =
N 16,284 16,284 16,284 16,284 16,284 16,284 16,284 16,284 16,284
adj. R 0.191 0.350 0.175 0.191 0.336 0.192 0.195 0.194 0.214

I JEELN L p-values T p<0.1,” p<0.05,”" p<0.01(two-tailed tests) o % 2. VIF &3] 45 5 o

2 A B AL R 22k
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() Fp#l B SR N EHRPLE

A2 A BRFFBETRGEGAN S AT 2 BEM > & { ARG
ReE 2P L ZAFEFLE 2P RER 2 M 50 Indlp 2E
i ER 42 0 &~ < $ * Heckman & F# £ # ] T = j* (Huson et al. 2001; Choi et
al. 2014; Jenter and Kanaan 2015) % g2 ¢+ B 4L « 7 L > & — FEEITHI B B L #
B ea ¥4 > ¥ 3-8 Inverse Miller’s ratio (IMR) » £ #- IMR & » % = FFE

(75 AE ] ARG - BPUHRERNTE e o ERE D ER
ﬂﬁé%aﬁﬁgyék\gggauwﬁgﬁ A ¥9¢ = #P F % »c (Choi
ctal. 2014) ~ 11 & H P REHE R FESFR - DTR L
v & (Hazarika et al. 2012; Choi et al. 2014) ~ %5 ® § 7 2 ﬁx“ 34 (Choi et al.
2014) ~ 264 T A K 2~ 9% L 45 9% % (Choi et al. 2014) ~ b= F T % v %
(Hazarika et al. 2012; Choi et al. 2014) ~ ¢} F 4% 3% 5 (Choi et al. 2014) ~ 33512 §_
% 4 i F ¥ £ (Hazarika et al. 2012) ~ % 532 3% %% % (Hazarika et al. 2012; Choi
etal. 2014)2 E R A L HTcE: o BEFIHR > §F 277 FHrudxdd ~ 27 R
Bof s ~ R ALy B A~ F R E RN FRE DR
R TR ERRTP L EE Ty S RN T TN
E g N LI

A A ERERES T HERLEANL 90 B¢ IMR falkch * § Bl
P Rk E N LAERBEOFRE BT o KA 9 CE -
PRERRE P AR EA DR IATRCER ) AR IR B IHATRE

- BT EW l_{.\_‘%_lm_gﬁv&xg A2 18 > vF F IR F/KH%-’% BT
AT 7’}% it 7 & g il DI E N Iﬁ'mﬁ 2°Ts aoiFE B };}—Fﬁ}gjg & *L%Emkﬁ%‘mq_ﬁl_
RERET *““*lﬁ“ﬂﬁ’wgiﬂﬁﬂwﬁﬁ’F%%%ﬁﬁgm
ERIFIPEIZATRER - HPMNF ARG IR 20T pFFHRRF
PIRHEERGIR] § R E PR T R AR R o HI 2 H2 @ L4

(1) %7 it +

A% ig- # %% Choi et al. (2014)ehii2 > 3 % FeE & o0 N 3rd)E
%§*W%°ﬁi’”12%~%ﬁ@mwﬁ@m Wil A KT BT RSN
TOA L HRERLD > T {HALE D P iR A o RREREARA
560314 > Hd {3fEAL 21460 Fetenk (344 5 3,885 F %
Tt A 100 R * Fedtis o AR H1 2 H2 0 fe 45 7 200 8 o 30 g %
P ABEARFIFIATRCER BE R EREEL A FREE > hIEs
MEMIBRFFALFHRIERE  n D ERGWEHEHEE > PIRF
PRBRBHLFEILAER > D EREPF A P RF I ORGP E K
PAHPATIECERE B R G AR S50 FHRAFHLZ H2-

I
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2L 2P s

P FT P

% 7348 52021 & 72

9 AL HJ/EEp N FFRBFNAE
Panel A P 38§ 2 2 I 3BT F AT 1 2 P
(D) (2) 3)
IS AGG IS INFO IS GAR
Intercept 2.832 -0.096"" 3.0317
(0.000) (0.000) (0.000)
OUTSIDER 0.120%* 0.000 0.121°
(0.091) (0.859) (0.089)
INSIDER -0.041 -0.002 -0.038
(0.243) (0.306) (0.281)
IMR -2.139™ 0.022 241077
(0.000) (0.256) (0.000)
Bl % # i il Bl
£ R H ek e 1 Bl i
AER Tk i i Bl
Wald test: OUTSIDER > INSIDER (H1)
Fi& 4.44™ 0.53 431"
( i) (0.04) (0.47) (0.04)
N 16,284 16,284 16,284
adj. R? 0.222 0.320 0.219
Panel B ¥ £ # T 3 FIZ BRig 3|
(D) (2) 3)
IS AGG IS INFO IS GAR
Intercept 2.358" -0.098" 2254
(0.000) (0.060) (0.000)
VOUTSIDER (H2a) 0.073 0.007" 0.070
(0.638) (0.093) (0.646)
FOUTSIDER(H2b) 0.107" -0.000 0.099"
(0.071) (0.946) (0.095)
FOLLOWER (H2c) -0.069 -0.003 -0.072
(0.218) (0.389) (0.173)
CONTENDER(H2d) -0.053 -0.001 -0.066"
(0.149) (0.534) (0.076)
IMR -1.436" 0.017 -0.812"
(0.000) (0.677) (0.009)
ol % i it il
£ R H ik i it il
A ¥ F ok i it il
N 16,284 16,284 16,284
adj. R’ 0.224 0.251 0.224
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B

210 stk
Panel A p %5 Az AP ERPLIRMLPRL

(1) 2 3)
IS AGG IS_INFO IS _GAR
Intercept 2.407" -0.068" 5.602"
(0.035) (0.053) (0.037)
OUTSIDER 0.068 -0.0004 0.078"
(0.113) (0.878) (0.059)
INSIDER -0.077 -0.003 -0.053
(0.140) (0.135) (0.181)
FoA %8 Bl Bl il
£ Rk Bl Bl il
AFFH O el e il
Wald test: OUTSIDER > INSIDER (H1)
F & 4.09" 0.35 333"
(p &) (0.04) (0.55) (0.07)
N 6,031 6,031 6,031
adj. R* 0.237 0.276 0.237
Panel B $ # % 8 S miig )
(1 (2) 3)
IS AGG IS_INFO IS _GAR
Intercept 4.190™ -0.152% 4587
(0.001) (0.012) (0.068)
VOUTSIDER (H2a) 0.029 0.007" 0.001
(0.860) (0.080) (0.982)
FOUTSIDER(H2b) 0.071 -0.001 0.047"
(0.329) (0.604) (0.092)
FOLLOWER (H2c) -0.093 -0.001 -0.097
(0.109) (0.845) (0.101)
CONTENDER(H2d) -0.070 -0.001 -0.102°
(0.170) (0.796) (0.099)
i sl sl sl
£ R BT sl sl sl
AFHOE e o ]| e
N 6,031 6,031 6,031
adj. R 0.248 0.321 0.264

k1

4 5L >
FA =

L‘j

PESPRFRANRET ZAFTHRE  ATERGR aMES D G
gﬁﬁ%ﬁQ%?—<ﬂﬁgafﬂ%gg w1 PAREIL) th
3 VRO R I IR A A @R T AR PSR o AT 1996 £

2014 #2 A3 HaP kA (@ fi#iiiﬁﬁﬁﬁmﬁi)’ﬁf
Barhiemga (p srs%ul BRI T ) $A FAATAEL 2 R K- A
TRV ERGEEIFHUI R (P FRR SRLRER) P N BERLE
BEATEL PEBPITEF R RORE A n;@ﬁogkﬁ_gfﬁlﬁgué

E] R
- HAEL A RPEPATEL S U RS A SES Y o
P& o Scal=r) WA
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i@ﬁiﬁ%p%%ﬂ£?“M%:%£ﬁ
TR AR AP ING A INA T2 G
ARG oo TR fRenFc K R Y A TR 28 0 TG TR B
gl ERFLIARMBFERLT ARG TALE - ARETR FAER
TOAFITESFFER RO INF ARG hnsE L
EAH L R R P AR S A A P o mgﬁaﬁ.i%ﬂﬁﬁ’ﬁﬂ{ﬁ
a%ﬁ“%l%ﬂﬁﬁ PREEEEIFATERGEEA §ESERPILIAL
S N REFIHFTANEE Y /,?c— 3% (Graham et al. 2005) -

R oo T 2L hINEE MG II IR R PPRFHATR S ARER
B miz g gm2 Bl § B M R0 opd 53R H e (Yu 2017)
Fpt A E- H Y E R EREREHGIULT I T RER R E FHT R
7%%M*°wﬁwﬂﬂ*%—i? LI REPETE ¢ G LRF T
‘I’f?— ’ qfﬁ/ﬁ»ﬁv{r_@lﬁ'

IR g AT AR 0 R B R
o m

:

+

|
I g
X

\
£~

Ao g ERER I ppEERE > ¥V RY
EOPHBREFFT AT DA > IR A i 4 A
Pt qh B R ARS o PR e T e, G B T
T U A*mH fklﬁib BEARFRARLEETEL o RS p e B
TEE 2 fﬁ’viﬂﬁamﬁ4,&%ﬁgﬁﬁﬂﬁﬁﬂﬁ’
~Uﬁﬁ%’# W ;é_ FRERERATHE M R E DT REAA T Y
%Mm'ﬁf’ﬁJXiiMﬁ* RO RERFAETEEIE G
TRERFL RGN A RTETR ADPRAER R 0 TR L R 0

BB T R T I  HE A  T N S B  B REP T %“ﬂ&uﬁq
E‘ﬁ‘q’}‘g o LLL.?F%_&_FI;%J, “if@;ﬁiﬁﬂﬂ’fiﬁ,iﬁﬁfiﬁﬁﬁ%ﬁ-ﬂgﬁ ’ }~\"'[§ﬁ%‘ mz z::: Eal
VAL EBE B AR R T T L)L R R P T ﬁtﬁ&mﬁg
#}t#fr AL F’}i* E IR S TRE -1 Weat L LA St AN
LMEAPHNFATECERNREEF RS Lok L5 @il
%ﬁt%“ v ¥ AL i%ﬁfﬁﬁi%i@%ﬁﬁl“* Tt kiR ,F‘ii st pEp IRE A i
I g Lizi- ' MPPBH FATRLEREBRE ¢ B0 ZRETE
4mﬂwoiéﬁ?ﬁ%%ﬁﬁ%&%@ﬂ&%&#ﬂ?%ﬂﬁ@@%i§
CREPARF NI 7 P BER R OPATIELFHE L4 ¢ 2T
[E3 NG ﬂﬁﬂx\ﬁ W F > MERETT R Fat 2 FPEEFTALIALT
RCBEAS P ARZHETR 4 FREY HPLE AT R TFEEA D D
FAATTENNR G c BRI AT FR BTN R EERBEIEE
B NI G F e G R IE(Choi et al. 2014) -« Avie- H LR &
hRADDRE P L HAETNE R GRS R R A S
G TR SRR T e S RF AR LT

\

BE TR ST PSP %ﬂ$%W?%’%m FREFFLAE R
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54 < e

ITHETEI P 2011 FHRGENEIFRIFREREIR T L NAME 2
FEOARZAEPTET > 5 23 55 5% 248 (6 ") 135 (Wang,
H. W., and M. C. Wu. 2011. The effect of replacement type and market
competition on investors’ reactions to CEO turnover announcements. Journal
of Social Sciences and Philosophy 23 (June): 1-35.) (DOI:
10.6350/JSSP.201106.0001)

¥rem oA s 0 2018 CEO B2 g R MR &8 7 > 4~ 2%
3 0% 28% > % 3% (12°* ) :1-45¢(Chou, Yaying and P. S. Lin. 2018.
Does CEO reputation matter to financial reporting quality? NTU Management
Review 28 (December): 1-45.) (DOI: 10.6226/NTUMR.201812_28(3).0001)

RS~ R Riafr ML EL > 2011 > ROFHAFORE X2 REEFHAMH Y
edagl’ B EIRIRSR S A S BRI 30 % 5348 (77")
25-47 - (Lin, Y. F., C. H. Hong and Y. Z. Chen. 2011. The relationship
between managerial successions of family-controlled and non-family-
controlled businesses and relative performances: An empirical study of Taiwan
Listed Companies. Management Review 30 (July): 25-47.) (DOI:
10.6656/MR.2011.30.3.CHI.25)

FEE204 FFARELIREF A LARZZHET 0 44 F 2%
0% 24% > % S1¥# (97 ) :203-232 - (Hsu, W. H. 2014. Can audit
committee improve earnings quality more than the supervisors in Taiwan? NTU
Management Review 24 (September): 203-232.) (DOI:
10.6226/NTURM2014.JUN.R11002)

F WA 20060 FEABHEL L Foank > FIEITS % 25 K0 % 1 i
(1 * ) 2345 - (Huang, H. H. 2006. Management turnover and
shareholder wealth effect. Management Review 25 (January): 23-45.) (DOI:
10.6656/MR.2006.25.1.CHI.23)

AW~ FRFEZE%52016 TEFTTFLRRAFT ERgo FHERE
Mo gL % 634 (77 ) : 109-150 - (Liao, H. M., L. F. Tang and J.
Z. Lee. 2016. Directors’ and officers’ liability insurance and earnings
conservatism. Journal of Accounting Review 63 (July): 109-150.) (DOI:
10.6552/JOAR.2016.63.4)

Acharya, V. V., and B. M. Lambrecht. 2015. A theory of income smoothing when
insiders know more than outsiders. The Review of Financial Studies 28 (April):
2534-2574. (DOI: 10.1093/rfs/hhv026)
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The Impact of CEO Successor Origins
on Income Smoothing

1. PURPOSE

The main purpose of this study is to explore how the origins of CEO successors
impact income smoothing practices. New CEOs often change company policies following
succession, resulting in changes to the company’s operation, investment and financing
policies, and even financial reporting methods. Changes in policies may generate
uncertainty that increases risk, resulting in increased volatility of future income or stock
price. Thus, CEO successors must weigh up the virtue of adjustments to operational policy
and the potential risk of higher income volatility following any changes, which in turn
impact the position stability of the successor in the role. According to the career concerns
hypothesis, CEO successors are more likely to smooth income in early years of tenure to
secure themselves in the position.

Income smoothing can be divided into an informational component and a garbling
component. The former conveys information on future cash flow and earnings, while the
latter is used to conceal the risks caused by income fluctuations and is less predictive of
future earnings. The CEO successors may perform different types of income smoothing
due to different inducements. The first research question of this paper examines how CEO
successor origin (i.e., outsider versus insider CEOs) affects the degree of income
smoothing in a CEOs’ earlier years. In the second research question of this paper, four
types of CEO successors are analyzed (new outsider CEOs who peacefully departed former
roles, new outsider CEOs with a forced departure from a previous role, new insider CEOs
whose predecessors peacefully departed the firm, and finally new insider CEOs whose
predecessors underwent a forced). The second research question explores whether the
different types of CEO successors exhibit different behaviors in regard to income
smoothing soon after succession and will seek to further clarify whether the income
smoothing behavior of the new CEOs in the initial years after succession reflects an
informational component or garbling component of income smoothing.

2. RESEARCH DESIGN

Research Hypotheses

Based on familiarity with the company and the uncertainty of policies and capabilities
arising through the information asymmetry, compared to new insider CEOs, new outsider
CEOs are more likely to smooth income and reduce income volatility during the early
years of tenure in order to consolidate their position.
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H1: Compared to new insider CEOs, new outsider CEOs conduct higher levels
of income smoothing during the early years of tenure.

Due to uncertainty regarding capability and the supervision effects of former CEOs,
this paper expects that when former CEOs voluntarily depart, new outsider CEOs face
greater incentives to perform informational component of income smoothing and reduce
the degree of earnings volatility. This acts to signal information about a company’s private
information of future cash flows and earnings to the boards.

H2a: New outsider CEOs who join the company following a peaceful departure
of the predecessor report a higher informational component of income
smoothing during the early years of the CEOs’ tenure.

If the former CEOs are forced to change position, new outsider CEOs may exhibit
more behavior aligned with the garbling component of income smoothing due to limited
availability of resources and capability uncertainty following the succession. This is
because the garbling component of income smoothing may be easier to achieve compared
to informational component of income smoothing.

H2b: New outside CEOs following a forced departure report higher levels of
garbling component of income smoothing during early years of tenure.

Following the peaceful departure of a former CEO, new insiders are expected to
attach importance to long-term performances following succession. Therefore, in an
attempt to improve long-term performance, new insider CEOs are likely to reduce garbling
component of income smoothing during early years of tenure.

H2c¢: New insider CEOs who succeed following the peaceful departure of their
predecessor exhibit lower levels of garbling component of income
smoothing during the early years of tenure.

New insider CEOs who succeed a forced departure of a predecessor have firm-
specific knowledge of the company. Furthermore, the board of directors is likely to have a
better understanding of the capabilities of the new CEO. Thus, such CEOs are likely to
reduce the level of garbling income smoothing in order to avoid harming the informational
content of the firm’s future income, as well as to signal to potential investors the
individual’s capabilities.

H2d: New insider CEOs who succeed in the forced departure of a successor
exhibit lower levels of garbling component of income smoothing during the
initial years of tenure.

Research Methodology

To test the HI1, I examine the association between CEO successor origins
(OUTSIDER is equal to 1 if CEOs who are hired from outside the company, and is equal to
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0 otherwise and INSIDER is equal to 1 if the CEO is hired from within the firm, and is
equal to 0 otherwise) and income smoothing (IS AGG, IS INFO and IS GAR) by
estimating the following model:

IS AGG =ay+p,OUTSIDER;+B,INSIDER;+p,SIZE;+f,ROA;+B RETURN,;
+BSALE SD +B.CFO_SD.+B LOSS;+B,AGE;+p, BM;+, CINT;
+ﬁ12CYCLEi+ﬁ13ZS,~+ﬁ14EVi+ﬁ15OWNﬁﬁmBLOCKi+,317OUTS[DE,~
+B FINST;+oyeardummy+ dindustrydummy+e;. 3)

IS_INFO =ag+a, OUTSIDER +a,INSIDER +a3SIZE;+a,ROA;+asRETURN;
+aeSALE_SD.+a;CFO_SD,+agLOSS;+ayAGE;+a,0BM;+a;, CINT;
+a,CYCLE;+a3ZS;+a14EV;+a,sOWN;+a,BLOCK,;+a,;OUTSIDE;
+a,gFINST;+oyeardummy+ dindustrydummy+e,. (4)

IS_GAR =by+b | OUTSIDER;+b,INSIDER;+b3SIZE+byROA;+bsRETURN;
+beSALE _SD.+b;CFO_SD.+bgLOSS;+bgAGE;+boBM;+b,, CINT;
+b1,CYCLE;+b3ZS,+b,,EV;+b,sOWN+b,;BLOCK,+b,,OUTSIDE,
+b1gFINST;+oyeardummy+ dindustrydummy+e,. (5)

According to HI1, this study predicts fi>/f,, implying that new outsider CEOs
(OUTSIDER) report higher income smoothing during the early years tenure compared to
new insider CEOs (INSIDER). If a;>a, or b;>b,, this would suggest that new outsider
CEOs report a higher informational component or garbling component of income
smoothing during the early years of tenure compared to new insider CEOs.

To test H2a-H2d, this study developed four types of CEO turnover: VOUTSIDER
refers to a voluntary departure, outsider succession; FOUTSIDER refers to a forced
departure, outsider succession; FOLLOWER refers to a voluntary departure, insider
succession; CONTENDER refers to a forced departure, insider succession. According to
H2a-H2d, this study predicts >0, 0,>0, a3 and a4 < 0.

IS _INFO.=o0y+y, VOUTSIDER;+y,FOUTSIDER;+y, FOLLOWER;
+y,CONTENDER;+y SIZE;+y ROA;+y,RETURN;+y,SALE_SD,
+yoCFO_SD.+y, ,LOSS;ty,,AGE;+y ,BM;+y ;CINT;+y, ,CYCLE;
9,528y, EVity ;OWN;+y ( BLOCK;+y, OUTSIDER,

9,0 INST;+dyeardummy+ dindustrydummy+e;. (6)

IS_GAR =0y +a, VOUTSIDER;+a, FOUTSIDER; +a3; FOLLOWER,
+o4CONTENDER; +asSIZE;+asROA;+07RETURN;+0ogSALE SD,
+a9CFO_SD,;+010LOSS;+01AGE;+a1,BM;+03CINT; +0,,CYCLE;
+a152S;+a16EV;+0170WN;+0,3sBLOCK,;+0,¢OUTSIDER,;
+0,0FINST;+dyeardummy+ dindustrydummy+e,. (7)
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3. FINDINGS

Using a sample of the listed companies of the Taiwan Stock Exchange (TWSE) and
Taipei Exchange (TPEx) from 1996 to 2014, this study empirically shows that, on average,
the degree of income smoothing is higher among outsider CEOs in their early years than
among insider CEOs’, in particular, the garbling component of smoothing is higher.
Furthermore, this study finds that the informational component of smoothing is higher
among outsider CEOs who follow a voluntary CEO turnover in their early years, but that
the garbling component of smoothing is higher among outsider CEOs who follow a forced
CEO turnover in the initial years of their tenure. Moreover, the garbling component of
smoothing is lower among insider CEOs who follow a forced CEO turnover in the early
years.

4. ORIGINALITY/CONTRIBUTION

This study contributes to the literature on the income smoothing behavior of CEOs.
Previous literature has focused largely on the relationship between CEO successors and
earnings management, failing to distinguish whether or not the earnings management
behavior of CEO successors represents garbling income manipulation or private
information provision. This paper uses the data of different types of CEO successors to
analyze the different incentives faced by CEOs to consolidate their positions as well as the
influence of predecessors on the financial reporting decisions. Furthermore, the study
examines whether certain aspects of the CEO successor influence the extent to which
income smoothing is composed of either a garbling or informational component. This
paper supports findings elsewhere in the literature, highlighting that this question is an
important empirical issue (Tucker and Zarowin 2006; Dechow et al. 2010; Shuto and
Iwasaki 2014). Income smoothing, accrual quality, conservatism, and earnings persistence
are all alternative variables of accounting quality (Dechow et al. 2010). However, income
smoothing includes the potential impact of accrual quality, conservatism, and earnings
persistence concurrently (Amiram and Owens 2018). Compared with other research, which
uses accrual quality to measure the earnings management behaviors of CEO successors,
using income smoothing as an alternative measure can allow examination of the potential
impacts of many accounting quality items, thereby capturing the overall impact of CEO
changes on accounting policies. The empirical conclusion of this paper expands our
understanding of how CEO changes affect corporate accounting policies.
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